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PheiTyY OF FINANCE 
mE OSTON COMMISSION 


2BANSCHOOL STREET Bios TON MASS. 02108 LAFAYETTE 3-1622 


May 8, 1969 


To the Honorable the Mayor: 


The position of the City and County in relation to the 
question of insurance and fidelity bonds is an area that has never 
been surveyed. The Finance Commission in this report has brought 
together extensive data bearing on this question. The Commission 
recommends that the City's policy and practice in this area should be 
subjected to a professional evaluation at this time. 

It is the Commission's judgment that only in this way can 
the City and County formulate plans and policy which can be said with 
certainty to be in the best interests of the City. One fact is clear 
that this will be the first time the City will havestopped to exam- 
ine its insurance and fidelity bonding practices. 

In the preparation of the attached data, the Finance Com- 


mission has taken the following steps: 


A review of the assembled data indicates the following: 


1. 


mes 


Made a tabulation of all insurance policies 
and fidelity bonds by department, risk 
covered, amount of coverage, premium paid, 
insurance company and broker involved. 


(See Appendix I.) 


Examined the areas of risk of loss covered 
by insurance as differentiated from other 


areas in which the City is a self-insurer. 


Examined whether the City has adopted the 
practice of soliciting bids and consoli- 


dating policies and bonds. 


Made an examination of the practices followed 
by many of the larger cities in the country 
(above 500,000 population) in the areas of 


insurance and fidelity bonds. 


FINDINGS 


The City in many categories is a self-insurer. 
But where the City does insure, and in the 

case of fidelity bonds, there is a splintered 
placement of insurance and bonds with respect 


to agent, company and department. 


The following summary table shows the multi- 


plicity of insurance policies and bonds held 
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by City and County departments: 


Public Liability Ins. 2 policies 2 agents 


Fidelity Bonds hO bonds aloe aL 
Burglary Insurance 22) pOode1es! 10 Mt 
Fire 7 iT 3 iu 
Boiler 3 it 3 ii 
Property Damage Ins. 1 policy 1 agent 


When the Boston Redevelopment Authority is added, the list 
becomes the following: 


Public Liability Ins. 1h policies agents 


Fidelity Bonds hl bonds eee 
Burglary Insurance V2 policies: (12 a 
Fire Insurance 10 3 M 


Auto Non-Ownership 


Insurance 1 policy 1 agent 
Boiler Insurance 3 policies 3 agents 
Property Damage Ins. 3} v 3 ! 
Personal Injury Ins. 1 policy 1 agent 
Workmens Compensation 

(BRA) a e il, u 
(CITY) Self-insurer 


2. There is an absence of competitive bidding. It 
appears that only the School Department golietes 
bids, and only in the case of fidelity bonds. 
The Boston Housing Authority advertises for bids 
for its insurance. The Boston Redevelopment 


Authority does not advertise for bids. 


Digitized by the Internet Archive 
in 2011 with funding from 
, Boston Public Library 


htto:/www.archive.org/details/reportdatedmay8100bost 
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There are numerous fidelity bonds instead of 

a blanket coverage. 

Boston, like most cities, is a self-insurer 

in the area of Workmen's Compensation, in which 


the City spent $425,549 in 1968. 


Boston is also largely a self-insurer in the 
general area of liability. For executions of 
court, claims arising from defects in high- 
ways, injuries and damage attributable to acts 
of employees, etc., and damages and judgments 
attributable to the Water and Sewer Divisions 
of the Public Works Department, the City spent 
$527,076.48 in 1968. 


RECOMMENDATIONS 


The principal recommendation is that the City 
engage a professional insurance analyst to 
analyze the data, evaluate the City's policy 
and practices reflected in the data, analyze 
the risks involved and how they should be 
treated, determine in which areas the City 
should be self-insured, design an overall 
program and make such recommendations as 

will insure that the City is in the best 


possible position in this area. 
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2. There is need for a basic analysis to iden- 
tify and evaluate risks to which the City is 
exposed; to determine which of these risks 
the City should assume, and those in which 
the City should be protected by some form 
of insurance. 

3. In any case, there is a need for an overall 
program, centrally controlled and adminis- 
tered, with standards and procedures with 
respect to placement of bonds and insurance 
and competitive bidding clearly set out. 

h. A survey (See Appendix III) of practices in 
20 other large cities (over 500,000 popula- 
tion) shows the following characteristics, 
which are not present in the case of Boston. 

a. Virtually all carry blanket fidel- 
ity bonds rather than a number of 
single bonds. 

b. In many cities an Advisory Insur- 
ance Committee, or its equivalent, 
has been set up, and insurance and 
bonding procedures are set out in 
ordinance or administrative sode. 

ce In most cities there is a central- 
ized control and administration of 
the insurance and bonding program. 

S. It is further recommended to insure getting the 

best prices: 

a. That all insurance and fidelity bonding 
deemed to be advisable be subject to 
competitive bidding. 

b. That all such insurance and bonding be 
centrally controlled and administered, 


and that coverages be consolidated as 
much as possible. 
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SUMMARY OF INSURANCE PREMIUMS BY MUNICIPAL AGENCIES 


Boston Redevelopment Authority 


Premiums 
Public Liability $353,615.00 Estimated 
Fidelity Bonds 1,761.00 
Burglary Insurance 5,172.00 
Fire Insurance 1,956.00 
Automobile Non-Ownership hhg9g.09 
Workmerls Compensation 13,003 100 
Property Damage hy O07 Si20 
Personal Injury 509.00 
Total --= $385,538.29 
All Departments 
Fire Ins. = Public Off-Street 26,021.00 
Garages (Real Proper- 
ty Dept.) 
George R. White Fund 113,737.90 
Total --- 37,758.00 
Boiler & Machinery Ins. - City & e353 glue 00 
Schools 
- County 1,662.00 
Total --~ LS, 00 .00 
Fidelity Bonds - City 10,766.00 
- Schools 1,509.00 
- County NANO) 
Total =-- 14,607.50 
Burglary Insurance = City 9,798.00 
- Schools 236.00 
- County 1,766.00 
Total -<- 11,800.00 


GRAND TOTAL ----- $49L 5707-79 


Fie 
WORKMEN'S COMPENSATION 


In this category the City of Boston acts as a self-insurer 
appropriating each year for this purpose. 
1967 _ Expenditures 
Workmen's Compensation Service $51,013.h9 
Workmen's Compensation 373,891.87 
Total $2,905.36 


1968 Expenditures 
Workmen's Compensation Service $59,615.05 


Workmen's Compensation a ne)sisiqaul 
Total $425,548.56 


Liability 


The City is a self-insurer in that each year a budget 
appropriation is set up for executions of court, damage claims and 
reimbursements. 

Included are claims arising from defects in the highway, 
injuries and damage arising from the acts of fire apparatus operators 
and other employees, et al. 

1967 Expenditures $547,836.15 
1968 i nates Koy Galy7/ 


In addition, there are the following:- 
Water Div. of P.W.D. for damages, judgments and losses:- 
1967 Expenditures $139,794 5 
1968 s 88 ,483.13 
Sewer Division - Damages and judgments 
1967 Expenditures $6,330.55 
1968 i 13,04h.79 
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INSURANCE AND FIDELITY BOND DATA 
FOR BOSTON AND OTHER LARGE CITIES 


The attached tables present data on the insurance and bond 
coverage by type, department, coverage, premium, period, company and 
agent; also, a survey of the practice in the larger cities in the 


United States. 
Respectfully submitted, 
John Larkin Thompson, Chairman, 
Joseph P. McNamara, 
Russell S. Codman, Jr., 
Frederick R.H. Witherby, Esq., 
Reverend James P. Breeden, 


THE FINANCE COMMISSION. 


Thomas J. Murphy, 
Executive Secretary. 
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APPENDIX II 
BOSTON REDEVELOPMENT AUTHORITY 


The Boston Redevelopment Authority, although not a depart- 
ment of the City, is considered in the treatment of insurance, since 
the City contributes to the great cost of the Authority's operation. 

The BRA is governed in its actions by the rules and regu- 
lations of the Housing and Urban Development Department of the 
Federal Government. The latter spells out procedures with a hand- 
book issued to all the Local Public Agencies. In the matter of 
handling insurance, H.U.D. spells out the several kinds of insurance 
coverage required (public liability, automobile, fire). 

Chapter lh, Section 1, of the Urban Renewal Handbook 
(R.H.A. 7217.1) spells out the coverage required. As to how the 
insurance should be secured, the applicable sections run as follows: 

"This Section prescribes insurance and bonding 

coverages which shall be secured by the LPA 

pursuant to approval of a contract for Urban 

Renewal assistance. 

“Insurance coverages shall be secured from fin- 

ancially sound mutual or stock insurance com- 

panies at the lowest practicable cost. 

"Ta arriving at the lowest practicable cost, the 

LPA shall estimate the cost of policies with 

mutual companies by: 

(1) Deducting from the gross deposit premium 
any anticipated dividend, based on the 
dividend=-paying record of the company. 

(2) Adding the loss of interest on that amount 
of the mutual company policy premium which 


is in excess of the premium that would be 
charged by a stock company." 
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It appears that the oaly restriction placed on the 
Redevelopment Authority is that it be secured "at the lowest prac- 
ticable cost." Competitive bidding would appear to be the most 
effective method of arriving at the "lowest practicable cost." 

Another relevant section in the Urban Renewal Handbook is 
the following reference under Section of Chapter 1 of R.H.A. 
7217.2, entitled “Administrative Practice." It states:- 

"Except as further limited or prohibited by this 

Section, the LPA administrative policies and 

regulations may authorize allowances which are 

less than, but not in excess of, amounts allow- 

able in conformance with pertinent local public 

practice. 

"The LPA shall document in its files the evidence 

and reasoning on the basis of which it establishes 

or revises administrative policies and regulations 

and determines such policies and regulations to 

be comparable with pertinent local public prac- 

tices.” 

This reference appears to strengthen the contention of the 
Finance Commission that the BRA should undertake competitive bidding 
in insurance and bonding inasmuch as "local practice" calls for 
competitive bidding when more than $2,000 is involved in the purchase 
of goods or services. (City Charter; Section 30 of Chapter 86 of 


the Acts of 1909.) 


PROCEDURE FOLLOWED BY THE BRA 


The BRA adopted its present agency procedure as their idea 
of the best way to conform to regulations. All insurance is placed 
by an agent of the Authority. (Formerly this was James F. Kelley 
and Company, and now it is Bernard R. Baldwin, designated by a vote 


of the Authority.) 
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Approximately 85% of the insurance premiums paid by the 
Authority represent public liability insurance on urban renewal 
project areas. To obtain this coverage, the insurance agent solic- 
its proposals from 2 or more companies for public liability insurance 
on a retrospective rating plan for a three-year period, with 
$100,000 -$300,000 limits, the policy to contain several mandatory 
provisions required by the Federal Government. The proposals are 
opened in the Authority's offices, evaluated by the staff and the 
insurance agent, and submitted with a recommendation, to the Authority 
for consideration and approval. Premiums are billed by the 


Redevelopment Authority's designated agent. 
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APPENDIX III 


INSURANCE AND BOND PRACTICE IN THE LARGER CITIES 


The following table presents data on the insurance and 
bonding practice of the larger cities in the United States. 
It is useful to illustrate the variety of approaches taken 


in this area. Boston is appropriately compared with cities in its 


population class. 
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